Business Expectations for Capital Outlays, 1971

BUSINESSMEN are scheduling ex-
penditures for now plant and equipment
in 1971 about 1% percent over the 1970
lovel, according to o survey conduched
in late November end December 1970
by the Othce of Pusiness Econcmics
end the Securities and Exchnoge Clom-
mission. Expenditures 1o 1970 are cabi-
mated to have been 8.8 percent above
the 1060 Jevel. Chitlays in 1971 are
expested to total 581.7 billion, com-
pared with $20.6 billion last year and
%75.6 billion in 19691

The quarterly CBE-SEC survey con-
dueted in late October and Movembor
revesled thai businessmen expect to in-
vest at o scasonally adjusted sonua rate
of $81.8 billion in the first hall of 1971.
This figure taken together with the eur-
rant expectation for the full year sug-
gests that the rate of sponding in the
eeeond half will be little changed from
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the first half. This applies to spending
by beth manulacturing and nonmanu-
facturing companies,

Expenditures by manufscturers are
expected to total $3i.4 billion in 1871,
3 percont less than in 1970, while spend-
ing in noomanufecturing industries 1s
projected to risa 4 percent to §50.3 bil-
lign. The prester strength in nonman-
ulncturing industries i similar to the
general pattern which prevailed in 1970,
Electric utilities and communications
firms account for much of the 1671 in-
creage  in  ponmanufpacturing  invest-
ment; expenditures by these industrica
alsu rose aharply in 1979, Airlines oxpect

n substenbiel reduction in 1971 fol-
lowing o sharp sdvance in 1970. Rail-
roodls and gas utilitios project substan-
tial declines and commercisl and mining
firma expect small decreases,

Ameng the manufpcturing industries,
nonferrous metals firms and petroleum
refiners are programing increases of 6
[rercent nivd 5 percent, respectively. The
motor vehicle and nonelectricnl mochin-
ery industries expect te spend sbout the
same as in 1970 (ther mojor industries
expect decrsnses, with the lnrgest de-
clines projected by iren snd steel, air-
craft, paper, rubber, and textile
prodiacars.

Expendituges for New PFlant ood Equipmant by U5, Business,! 1969-71
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SURVEY OF CURRENT BUSINESS

i

CHART 2

o Real GNP down 3'; percent in fourth quarter, mainly because of the auto strike——GNP up $5'% billion in current §
o GNP deflator rose almost 53 percent in the fourth quarter

* Nonfarm payroll employment rose in December, reflecting the end of the strike; unemployment rate edged up to 6%
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* Wage and salary income recovered in December and personal income rose $5' billion
* Consumer spending advanced less in the fourth quarter than in the third, as new car sales dropped steeply
* Business fixed investment declined $2'4 billion in the fourth guarter; residential construction advanced $23 billion

INCOME OF PERSONS CONSUMPTION AND SAVING FIXED INVESTMENT

Billion § Billien § Rilficn §
%00 00 100
PERSOMAL INCOME® + FERSONAL CONSLIMPTION EXPENDITURES=*

Prodiscers’ Durable Equipment= =
as0 ] 650 [~ i 75 = "

p———— .-Tl_---l-l“""'l--

g O Nowesdesial Strctres+ 1

i

] a5l —-?-....--"" -]
Rasidential Struedusess «
Lhliemellbentateonilobdinloning 1 | | 1 ] | 1 | | | | 1 L 1 I 1
Manthly (Dec) QBE Quartarly (1V) ol Quartedy (IV) [
Billian § Billign § Billicn
400 40 1060
WAGES AND SALARIES®* RETAIL STORE SALES* PLANT ANDH EQUIPMENT EXPEMDITURES*

= Total - as |- o H .
550 ieft scale) ’-/__,A/ w0

\
500 / = - - f‘"ﬂ' G =i

e i ekl — .
450 o - 150 = - 70 [~ obpesd
Maruficturing i
{right scale) Excluding Autamothe Group
400 Liansatosneobovonnbooupnlogrpplignsil 106 Ill:illlI.lIIIIJIIlJIJIllI]III.IIlII.Il:IllJI 1] | [ | 3 [ sl | | - |
Monthly (Dec) OBE Manihly (Hov.) Census Guarterly (V] DBE-SEC
Billion % Millian Unity Billion &
750 L P
MSPOSABLE PERSONAL INCOME * * HEW CAR SALES=» CAPITAL GOODS MANLFACTURERS®
e 10 = - gl -
Damestic
{laft scale)
. 8- 4 71 s -
Imperts At PN
. ol (right scale) B 5 o |2 £ i
.-_-I..,ﬂ"'lllll-l-‘ bk TLL Lo H m
i i | L dlyjapilanipidpqniadipaqidbiidgliniualo 5 pnb il iira g paploana gl ibodbaspii
OBE Manihly (D} Trade Soerces & OBE M:nrrlhlp (M. ] kit
Parcant Millias Linity
12 2.5
REAL PER CAPITA DHSPOSABLE PERSONAL SAVING RATE= PRINATE HIDUSING® =
FERSONAL MCOME=*
3,700 |- (In 1958 Dollars) - 10 - = =
1 | B | I | 1 | | Shhinnr e biate bt pale i il aupilgpaigg
1945 %70 %N 1965 1970 1971 17e¥ I¥70 1971
Quarterly {1V ik Suarterdy (IV] 0OBE Monthly (Dec) Genms

* Bsasanally Adjusied * & Seowcnally Adjsated, of Annual Boles
U5, Dupartmwet ol Commece, Ofice of Brsmen Eoosamcs Ti-1:3



January 1671 SURVEY OF CURRENT BUSINESS 7
T i i R L R i R S S R S = S e T T e TS S wsw et s
® |In the fourth quarter: Inventory accumulation fell $1% billion
. Net exports declined about $1'% billion, as exports were little changed and imports increased
. Federal Government purchases were unchanged, State and local spending rose $2% billion
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CHART 5
® In December: Industrial production rebounded after auto strike, rising about 14 percent
® Bank credit and money supply increased
. Interest rates and bond yields dropped
INDUSTRIAL PRODUCTION MONEY, CREDIT, AND SECURITIES MARKETS FROFITS AND COSTS
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